COUNCIL MEETING
FEBRUARY 10, 2021

The Council Meeting of the Council of the County of Kaua‘i was called to order
by Council Chair Arryl Kaneshiro at the Council Chambers, 4396 Rice Street,
Suite 201, Lihu‘e, Kaua‘i, on Wednesday, February 10, 2021 at 8:31 a.m., after which
the following Members answered the call of the roll:

Honorable Bernard P. Carvalho, Jr.

Honorable Mason K. Chock

Honorable Felicia Cowden

Honorable Bill DeCosta

Honorable Luke A. Evslin (via remote technology)
Honorable KipuKai Kuali‘

Honorable Arryl Kaneshiro

Council Chair Kaneshiro: Good morning. Today’s meetings will be
conducted pursuant to Governor Ige’s Supplementary Emergency Proclamations with
the most recent relating to the Sunshine Law being his Seventeenth Supplementary
Emergency Proclamation dated December 16, 2020. Today for our agenda, we have
registered speakers, so we will take that at the beginning.

APPROVAL OF AGENDA.

Councilmember Kualii moved for approval of the agenda, as circulated,
seconded by Councilmember Cowden.

(No written testimony was received and no registered speakers requested to
testify regarding this agenda item.)

The motion for approval of the agenda, as circulated, was then put, and
unanimously carried.

Council Chair Kaneshiro: The motion is carried. Next item.

MINUTES of the following meetings of the Council:

January 21, 2021 Special Council Meeting
January 27, 2021 Council Meeting

Councilmember Kualii moved to approve the Minutes, as circulated, seconded
by Councilmember Cowden.

Council Chair Kaneshiro: Are there any questions or is there any
discussion on this item from the Members?
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(No written testimony was received and no registered speakers requested to
testify regarding these agenda items.)

The motion to approve the Minutes, as circulated, was then put, and
unanimously carried.

Council Chair Kaneshiro: Next item.

CONSENT CALENDAR:

C 2021-35 Communication (01/07/2021) from the Director of Finance,
transmitting for Council information, the Second Quarter Statement of Equipment.
Purchases for Fiscal Year 2020-2021, pursuant to Section 17 of Ordinance
No. B-2020-866, relating to the Operating Budget of the County of Kaua‘i for Fiscal
Year 2020-2021.

Councilmember Kuali‘i moved to receive C 2021-35 for the record, seconded by
Councilmember DeCosta.

Council Chair Kaneshiro: Are there any questions or is there any
discussion from the Members?

(No written testimony was received and no registered speakers requested to
testify regarding this agenda item.)

The motion to receive C 2021-35 for the record was then put, and unanimously
carried.

Council Chair Kaneshiro: Clerk, let us go to page 2, bills for second
reading, Bill No. 1993, Draft 1 and we will take public testimony.

There being no objections, Bill No. 1993, Draft 1 was taken out of order.

BILLS FOR SECOND READING:

Bill No. 1993, Draft 1 — A BILL FOR AN ORDINANCE TO AMEND
CHAPTER 9, KAUAT COUNTY CODE 1987, RELATING TO PUBLIC
ACCESS-WAYS

Councilmember Kualii moved to receive Bill No. 1993, Draft 1 for the record,
seconded by Councilmember DeCosta.

Council Chair Kaneshiro: We have received some written testimony and
we have three (3) speakers today for public testimony. We are going to start with
Elizabeth. You have a total of six (6) minutes for your testimony. If you can see the
light that will show up—it will turn green when you start, yellow when there is
thirty (30) seconds left, and red when your six (6) minutes are up, if you need the full
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six (6) minutes. dJust state your name for the record and you may begin your
testimony.

There being no objections, the rules were suspended to take public testimony.

ELIZABETH OKINAKA (via remote technology): Okay. Aloha, my name is
Elizabeth Okinaka and I wanted to provide input on Bill No. 1993. My input is that
the County is not putting in enough effort into community outreach. For instance, I
am here at a site that is set to be Kauanui O Koloa. There are burials and lava tubes,
and I have been trying for weeks to contact anyone to stop this. How can the
community have input when are calls are not answered? Even setting up testimony
for this was hard. The County keeps approving these developments with
culturally-significant sites despite public outcry. Just like this, it is set to have two
hundred eighty (280) units with no local housing. The Environmental Impact
Statement (EIS) is from 1976 and permits from 2008. In January they had heavy
machinery that crushed old rock walls. This village has men, women, and children
buried in this village. Many of these developers use attorneys with connection to the
County such as Ian Jung who work for these wealthy LLCs. You have Jonathan Chun
who is a former County Attorney who is not helping these LLCs. We are losing access
to culturally-significant sites like this every day. What is the County of Kaua‘i doing?
Companies like Koga, who have been here fined ten thousand dollars ($10,000) for
illegal grubbing and grading with no permits are still contracted by the County to do
their wastewater reclamation facility trench. Councilmember Kaneshiro with his
Grove Farm ties, and you have Councilmember Evslin whose father is selling land
with kuleana titles. Katherine Kealoha signed off on the EIS report for the
Koloa/Po‘ipu reclamation facility and the Eric Knudsen Trust paid the County of
Kaua‘i two million dollars ($2,000,000) in 1977. It is ugly and it is sad and so vividly
demonstrates how these developers take advantage of the system as the County of
Kaua‘i looks the other way. Thank you for allowing me to give you folks my input.
Aloha.

Council Chair Kaneshiro: Thank you. Next up, we have Roslyn
Cummings, if she is on. No, she is not there. Next up, we have Shawn Villatora.
Shawn, you are on mute.

SHAWN VILLATORA: E kala mat ia‘u. Aloha, ‘O Shawn Villatora
ko‘u inoa. My name is Shawn Villatora. I am a resident of Haiku Valley in the
chupua‘a of Haiku in the moku of Puna on the island of Kaua‘i. For me, I am going
to be providing input on Bill No. 1993. For me, as a community member as a
poaikanaka as a wahine kanka maoli and also a cultural practitioner, it was brought
up to me that this Bill was in plans of possibly being taken off. For me, I did not even
realize it was even a Bill for us to be able to access preserved historical sites. As a
cultural practitioner and continuing to learn every single day, I think that is a very
sad thing to hear that there is possibly a chance for us not being able to have our
input. It is not like we are being sought out to be able to be a part of whatever
development or plans are that the County has for certain areas. For instance, right
now I am at Alakoko (Alekoko) Fishpond and so graciously able to be a part of a
community that is so passionate about this ‘@ina, but another thing is that there are
so many historically significant sites that we cannot access. For instance, Haupu
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right behind me. Haupu has multiple heiau that we cannot access as cultural
practitioners due to large landowners like Rice, Grove Farm, and others on the other
side of Maha‘ulepu. For me, it is just the whole process in itself letting us know that
we actually have a bill that we can use to protect us, because what we are trying to
do is not to...we are just trying to reconnect with our culture and continue to practice
it. If we are not able to understand that there are laws to protect us, because if I
decide to go to Haupu right now to pule and practice and offer my offerings to ‘Io to
God at a heiau called Keolewa, I would be considered trespassing and that for me is
not pono. Ijust wanted to be able to testify saying there needs to be more community
education that we have bills/laws that protect us when we want to protect our culture
and perpetuate our culture. Why do we have to feel like whenever we decide to
practice, which we should be practicing every single day—that is how I feel as a
cultural practitioner—is that at least we know that we will be in pono, we will be in
righteousness doing what we need to do and be present, because as a spiritual
practitioner as well, that whole thing about our connection between our ancestors is
being in an actual place that they were in. I just wanted to make my testimony into
this Bill, because now that I know...I hope that you folks do not get rid of Bill
No. 1993, because this Bill will help me as a cultural practitioner to be able to access
my preserved cultural historic sites without feeling like I am going to be harassed for
practicing my culture. So mahalo nui for you folks listening and look at how beautiful
it is today in Alakoko (Alekoko) and Haupu.

Council Chair Kaneshiro: Okay, thank you. You will be able to watch
the meeting on the webcast live if you want to stay on and watch the meeting. The
Bill will come up later in the meeting.

Ms. Villatora: Okay, is the link in the E-mail?
Council Chair Kaneshiro: If you go to “County of Kaua‘i webcast,” you

can click on the County Council tab and you will see the meeting and video there. It
will play a live video of our meeting right now.

Ms. Villatora: Thank you.

Council Chair Kaneshiro: Thank you.

Council Chair Kaneshiro: With that, let us go to Communications.
Councilmember Cowden: Roslyn is not coming.

There being no further testimony, the meeting was called back to order and
proceeded as follows:

COMMUNICATIONS:

C 2021-36 Communication (01/22/2021) from Council Chair Kaneshiro,
requesting the presence of the Managing Director, Director of Finance, and
representatives from N&K CPAs, Inc., to discuss the Comprehensive Annual Financial
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Report (CAFR), Single Audit Reports, and Management Advisory Report for the Fiscal
Year Ended June 30, 2020.

Councilmember Kuali‘li moved to receive C 2021-36 for the record, seconded by
Councilmember Cowden.

Council Chair Kaneshiro: I will suspend the rules. There will be a
presentation by N&K CPAs, Inc.

There being no objections, the rules were suspended.

BLAKE ISOBE, Managing Principal, CPA, CGMA (via remote technology):

Good morning everyone. I am Blake Isobe,
Principal at N&K CPAs. I have John Bautista with me here, too. He is the Senior
Manager on the engagement for the past couple years and now he is a Principal, too.
We wanted to spend a little time and go over a summary of the audits. We issued
three (3) reports that are connected with the audit of the financial statements. The first
one, which everyone is familiar with, is the Comprehensive Annual Financial Report or
the CAFR and the financial statements of the County. We also issued a second report,
which is the Single Audit Report. This report is required because the County receives
and expends Federal funds. We also issue a Management Advisory Report. This is a
byproduct of the audit that contains an additional finding that arose during the audit.
It is not a required report, but it is just an additional report where we provide additional
comments from the audit.

We will start off with the CAFR or the Comprehensive Annual Financial Report.
First, I wanted to point out on page 11 of the CAFR, this Certificate of Achievement for
Excellence in Financial Reporting. This certificate is the twenty-seventh (27th)
consecutive year that the County received this award. The award is presented to the
County for preparing the financial statements in accordance with accounting standards
and submitting the CAFR by the due date, which is December 31st. There was an
extension granted this year, so there was an additional month that we had to issue the
CAFR due to COVID-19. The CAFR is broken up into a couple different sections. The
first section is the introductory section, which contains the transmittal from the
Department of Finance and the NDNA. The second part in the CAFR is our
Independent Auditor's Report and it goes on to our Government Wide Financial
Statements—the Fund Financial Statements, the Notes to Financial Statements and
Other Supplementary Information, and Statistical Information.

The first part that I wanted to touch on was the Independent Auditor’s Report
which starts on page 14 and runs through page 16. On the top of page 15 is our opinion
on the Financial Statements. Here we issue an unmodified opinion or a clean opinion
on the financial statements. We also state on page 16 that we issued another report,
which we will cover later, that we did audit the financial statements in accordance with
government auditing standards and that report will be part of that Single Audit Report
that we will go over later.

The first statement in the Financial Statements of the County is the Statement
of Net Position, which is on page 30. On page 30, the County’s net position overall
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year-to-year showed an increase of about forty-two million dollars ($42,000,000). This
increase is mainly in the County’s net investment in capital assets. During the year,
the County completed the two (2) additional cells in the Kekaha Landfill and purchased
for the County’s Affordable Housing Development. Those increases increased the net
Investment in capital assets. I want to also point out that the County still does have a
deficit in the Unrestricted Net Position of about two hundred seventy-eight million
dollars ($278,000,000). I know we have covered this in the past couple of years as the
accounting standards required the counties and governments to pick up the liabilities
for the pensions and Other Post-Employment Benefits (OPEB). So with that totaling
about four hundred forty-seven million dollars ($447,000,000) for the County, they
created this deficit in Unrestricted Net Position. There was also a couple other noted
fluctuations on the Statement of Net Position. There was an increase to cash of about
seventeen million dollars ($17,000,000). Also an increase due from other governments
of about sixteen million four hundred thousand dollars ($16,400,000). Lastly, the
increase as I mentioned in the Net Capital Assets of about twenty nine million eight
hundred thousand dollars ($29,800,000). The last thing is the increase of unearned
revenue of about ten million eight hundred thousand dollars ($10,800,000) and that is
the moneys you folks received from the State for the Coronavirus Aid, Relief, and
Economic Security (CARES) Act that was not yet expended as of year-end.

The next statement is on page 31 which is your Statement of Activities. This is
like the income statement of the County. On the bottom, you will see your general
revenues. There was an increase of about six million five hundred thousand
dollars ($6,500,000) in total general revenues. Most of that is the increase in your real
property taxes of about ten million five hundred thousand dollars ($10,500,000). Your
program revenues, which is on the top, there was an overall increase of about
twenty-four million dollars ($24,000,000) in program revenues. Most of this increase is
about four million three hundred thousand dollars ($4,300,000) in operating grants and
about twenty million dollars ($20,000,000) in capital grants and contributions. These
increases are due to some of the capital projects that were completed during the year.
On the expense side, there was actually only about one million five hundred thousand
dollars ($1,500,000) increase in expenses. Overall, from year-to-year is flat.

The next statement in the CAFR is your Fund Financial Statements. This is the
balance sheet by fund and it starts on page 33. Here are some notable fluctuations with
an overall increase of six million dollars ($6,000,000) in the General Fund balance. Here
you will see that increase is due to the increase in real property tax revenues of about
ten million four hundred thousand dollars ($10,400,000). Offset by a decrease in the
State Transient Accommodations Tax (TAT) distributions of about two million five
hundred thousand dollars ($2,500,000). The Bond Fund balance decreased by about ten
million dollars ($10,000,000). Normally that fund balance in the Bond Fund will
decrease as you expend the moneys from any bond float that you have. Your General
Capital Improvements Fund has an overall increase of about seven million nine
hundred thousand dollars ($7,900,000), but the General Capital Improvement Fund is
usually funded by transfers in from the General Fund. There was also some revenues
due to the issuance of the Special District Bond for Kukui‘ula. That is the notable
fluctuations and the actual statements themselves. We also want to touch on some of
the significant disclosures in the financial statements. As I have mentioned earlier on
the statement on net position, the deficit in your Unrestricted Net Position of two
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hundred seventy-eight million dollars ($278,000,000) was mainly caused by the
reporting of the pension liability which at June 30, 2020, is about three hundred two
million two hundred ten thousand dollars ($302,210,000), so a slight increase from 2019.
However, it has increased over the years as you can see on the slide. The Other
Post-Employment Benefits—this one again has increased, but up to two hundred
eighty-two million nine hundred thousand dollars ($282,900,000), but the net liability
because you folks have planned assets held by the Employer Union Trust Fund (EUTF),
the net liability is decreased by about four million dollars ($4,000,000). So that is down
to about one hundred forty-five million two hundred ten thousand dollars
($145,210,000). These liabilities are affected by the contributions you make along with
the ongoing increases in benefits. The current Fiscal Year 2020, the contributions that
were made to the Employees’ Retirement System (ERS) for pensions was approximately
twenty-three million six hundred thousand dollars ($23,600,000), about three million
five hundred thousand dollars ($3,500,000) more than the prior year. The funding to
the EUTF for the OPEB was about seventeen million three hundred thousand dollars
($17,300,000), a slight increase of about seven hundred thousand dollars ($700,000)
from the prior year. Another large liability on the books is your landfill liability. As
you can see here there was a decrease in the liability of about fourteen million six
hundred thousand dollars ($14,600,000). There was a restatement to that 2019 liability
of forty-six million dollars ($46,000,000) and we will get into that as a finding in the
Single Audit Report, but the decrease in the landfill liability is primarily attributed to
the increased capacity, which increases the life of the landfill, and that liability is
recognized based on the expected remaining life. So as you see from 2019 to 2020, it
went from ninety-seven percent (97%) to seventy-nine percent (79%) full. The last
disclosure in the Financial Statements is related to restatements that were made in the
Financial Statements that we will cover in the Single Audit Report, Financial
Statement Findings. There was one (1) restatement for open contributions that were
understated in 2019 of about seven million three hundred thousand dollars
($7,300,000) and the landfill closure and post-closure costs which I just mentioned of
about four million four hundred thousand dollars ($4,400,000) understated in the prior
year.

Council Chair Kaneshiro: Blake, I will stop you right there. Actually, just
finish the CAFR and then I will see if we have any questions before you move on to the
Single Audit Report.

Mr. Isobe: Yes, sure. Actually, that is the presentation we
had on the CAFR itself, so I am free to answer any questions.

Council Chair Kaneshiro: Are there any questions from the Members on
the CAFR? We will go through the audit findings later on in the presentation and we
can always come back, but just compartmentalize your questions to CAFR, Single
Audit, or Management Advisory Report. If there are any questions now specifically on
the CAFR, we can take it. Councilmember Cowden.

Councilmember Cowden: Most of my questions will eventually be for
Reiko. Will we be talking to her later?

Council Chair Kaneshiro: Yes, she is on.



COUNCIL MEETING 8 FEBRUARY 10, 2021

Councilmember Cowden: When we are looking at the Solid Waste
elements, does that take into account any of the buffer zone requirements that passed
at the Legislature? Does any of that get factored into our landfill evaluation?

Council Chair Kaneshiro: Blake, would you be able to stop the
screenshare while we are doing the questions?

Councilmember Cowden: That could get addressed later, but I just did
not want to move past it without at least calling attention to it, that there is a new law
at the State level requiring buffer zones around our solid waste facilities and so far we
are kind of saying we are okay, but I think that might end up being an issue. My simple
question is, did it look at that or not?

ALLISON FRALEY, Acting Solid Waste Chief (via remote technology): 1 have
a response. This is Allison from the Solid Waste Division.

Councilmember Cowden: Okay, thank you.

Ms. Fraley: Our landfill does have buffers around it at this
time, so it is not impacted by Act 73.

Councilmember Cowden: Right, but we do not own that land. Okay,
thank you.

Council Chair Kaneshiro: Are there any further questions on the CAFR

from the Members? Again, if a question comes up later we can always ask it later.
Councilmember Kuali‘i.

Councilmember Kuali‘i: In your third slide when you were talking
about the Statement of Net Position and you pointed us to page 30, the actual statement
there. When you talked about the deficit in Unrestricted Net Position of two hundred
seventy-eight million dollars ($278,000,000), then under that the bullet is Pension and
OPEB with a total of four hundred forty-seven million dollars ($447,000,000), this has
to do with the State law requiring us to account for the future costs of that benefit, right?
How far out is that requirement and is that going to continue being that way or will it
change? I guess I should stop there.

Mr. Isobe: That deficit in your net position is actually
required by government accounting standards. So every municipality or every state
government needs to record these type of liabilities for other post-retirement benefits,
OPEB, and pension benefits. It is not just the State that is requiring it, it is just
Government Accounting Standards Board (GASB) itself.

Councilmember Kuali‘i: Okay. It is actually for all employees that will
eventually retire one day based on whatever they qualify for according to the State law.

_ Mzr. Isobe: Correct. There are actuaries that do these
studies on both the pension and OPEB to do estimates on...there are a lot of different
things like vesting, increase in health costs, age, mortality tables, and so there is a lot
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of different information that goes into the projection on what the liability is today for
both retirees—people who have already retired and are receiving benefits, but also
current employees as they continue to work, they are earning this benefit that is going
to benefit them when they are going to retire, if they make the years of service and other
requirements to receive these types of benefits.

Councilmember Kuali‘: My last question on this is, is there a range or
percentage of what is required to be funded, if you will, or does GASB just require that
you report what the future liability is?

Mr. Isobe: GASB only requires that the liability be
reported and accounted for. I guess, all the disclosures are presented in the financial
statements. The funding requirements are not actually required by GASB. I know the
State has had different funding requirements for EUTF and ERS, so that is more
dictated by those boards.

Councilmember Kuali‘i: Will it come up somewhere else in your report
on how funded we are in comparison to whatever the minimum the State requires and
maybe to other counties?

Mr. Isobe: The EUTF or your OPEB—there is a disclosure
specifically on how funded you are. If you want to look at page 99 of the CAFR, because
the EUTF is set up to where you have these plan assets specific for the County of
Kaua‘t’s employees, this table is being able to be presented where you have your gross
liability. It is kind of like a row forward; it shows what your liability was as of last year,
then the different costs that are going into there like the service costs then the accruing
interest on that unfunded balance. Then in the second column it shows your plan assets
that are there or your Fiduciary Net Position that is being held by EUTF, specifically,

to pay the benefits for your retirees, which is one hundred thirty-seven
million seven hundred thousand dollars ($137,700,000). Then the Net Liability is there
at about one hundred forty-five million two hundred thousand dollars
($145,200,000).

Councilmember Kuali‘i: Thank you very much.

Council Chair Kaneshiro: Are there any other questions from the

Members on the CAFR for now? Blake, we will move on.

Mr. Isobe: I want to introduce John Bautista. John is
going to present the second part of the presentation. I will run the slides and he will
talk. Go ahead, John.

JOHN BAUTISTA, Principal, CPA, CGMA (via remote technology): Now
we are going to move on to the Single Audit Report. So this is a separate report from
the CAFR that Blake just went over. We are going to start on page 6 of the Single Audit
Report. . This is our report on internal controls over financial reporting and on
compliance and other matters. This is a required report to be issued whenever we do
an audit under government auditing standards.
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At the bottom of page 6, it states the report on internal controls over financial
reporting. Ifyou flip to page 7, here we noted three (3) deficiencies that we determined
to be material weaknesses in the current year that I will go over in the next couple of
slides. If you go on to pages 9 through 11, this is our report on compliance for each
major federal program and internal control over compliance. This report is also
required to be issued whenever we expend federal moneys in a current year.

Moving on to page 10 of this report, here we state our opinion on our audit for
each major federal program. Here we state, in our opinion, that the County complied
in all material respects to the compliance requirements for major federal programs.
That means that we did not identify any material weaknesses or any findings on any
major federal programs during this year’s audit. If you look below that, that is our
report on internal control over compliance. We noted here that we did not identify any
material weaknesses over compliance also. If you flip to page 11, this is our report on
the Schedule of Expenditures of Federal Rewards (SEFR), otherwise known as the
SEFR and here we state that we determined that it is also fairly stated and we provide
for a clean opinion for the SEFR. The SEFR stated on pages 12 through18 of the Single
Audit Report, and if you flip through those pages it details the various programs on the
County SEFR of which there was total of forty-two million eight hundred thousand
dollars ($42,800,000) in the current year. These pages lists out all of the federal grants
that the County has and the expenditures that were incurred in the current year. Now
there was an increase from the prior year's SEFR, which had a total of twenty-seven
million two hundred thousand dollars ($27,200,000) and this is mainly due to the
current year transportation grants that were expended and these are related to the
Lihu‘e Town Core improvements. Also, there was a large amount related to landfill
grants related to the two (2) cells that were constructed for the Kekaha Landfill.

Moving on to page 21 of the Single Audit Report, this is the summary of audit
results. Here on the top it states that for the financial statements the type of auditor’s
report that we issue was an unmodified or clean opinion. We did note that there were
several instances of material weaknesses included in the current year, but no significant
deficiencies or other material noncompliance to report on. If you look below that, we
have our Federal Awards section, here we also noted there were no material
weaknesses, no significant deficiencies, and also issued an unmodified opinion. There
were also no other compliance findings that needed to be reported on related to any of
the major federal programs. If you look below that we list the three (3) major federal
programs that we tested in the current year and these are the Bus and Bus Facilities
Formula and Discretionary Program, the National Infrastructure Investments
Program, and the Capitalization Grants for Clean Water State Revolving Funds. On
the next section below that, this is the threshold used to distinguish major programs in
the current year. This is based on the SEFR total. We also note that the County did
not qualify as a low-risk auditee for the current year. This was related to a prior year’s
material weakness that we noted related to timely reconciliation of the County’s bank
accounts.

Moving on to the next slide. This slide coincides with page 22 of your Single
Audit Report. Here we listed differences between each type of finding. Based on
materiality calculated in the current year, which is based on aggregated amounts in the
County’s Financial Statements, a finding may be material, which we state as a
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deficiency which will not prevent or detect a material misstatement in the CAFR or the
Single Audit. We know the significant deficiency is less severe, but in quite enough to
note and report on and bring to the County’s attention. Other reportable findings are
just instances of noncompliance that we are required to report under Uniformed
Guidance and the Compliance Supplement. In the prior year we only identified
material weaknesses in the Single Audit Report, which I will now go over in the next
couple of slides.

Moving on to the findings. This starts on page 22. I will briefly provide additional
background on each of the current year’s findings. On this slide we noted a material
weakness related to the County’s OPEB net liability. This was already touched upon
on the restatement note that Blake had discussed earlier that was part of the CAFR.
During the initial implementation of GASB 75, which requires the County to record its
netbook of liability, there were seven million three hundred thousand
dollars ($7,300,000) in contributions made after the measurement date of the actuary
report used that year that were not recorded on the balance sheet, but instead was
expensed. So this was due to a timing difference between what the Finance Department
determined to be picked up for the OPEB liability versus what the actuary actually
picked up for the OPEB liability. So this finding was basically due to the cutoff date of
the actuary report that was used that year.

The next finding we noted is on page 23. Itis on the next slide. This is the finding
related to the County’s landfill liability. This finding was also part of that restatement
note that Blake discussed in the CAFR. Here we noted that the County continued to
use a 2013 consultant report of its estimation of closure and post-closure liability costs
during 2019. However, the County had an updated 2016 consultant report that it had
received in prior years. The prior year estimation of the closure and post-closure
liability was updated using this 2016 report and this resulted in a four million four
hundred thousand dollar ($4,400,000) additional accrued liability that should have been
recorded in the prior year.

On the next slide, this is our last finding in the Single Audit Report. Here we
state a finding relating to the reconciliation of State Grant Programs. During the audit
we noted three (3) instances where revenues and expenditures were not reconciled by
departments responsible for administering those grants, which resulted in revenues
being recorded in the wrong funds, such as the Federal Fund versus the State Grants
Fund or recorded to a project code that should have been closed in prior years and
recorded as a new project code. So this resulted in over statements of carrying over
balances from the prior year into the current year.

Moving on to the next slide, this is the status of our prior year findings. We
followed-up on any findings that we had in last year’s audit—this is stated on page 32
of your Single Audit Report. The first finding was related to the timely reconciliation
of the County’s bank accounts, which arose in prior years mainly due to the changes in
personnel in the Treasury Department—there was a lot of turnover in that department.
This year we have team support and we noted the timely completion of the bank
reconciliations; it was initially completed in July 2020 for the June 2020 month end, so
we deemed this finding to be accomplished in the current year.
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The prior year finding was related to the misfiling of information returns. During
the current year we obtained support from the County’s Payroll Division and we noted
a calendar system being used to monitor deadlines. Also, personnel are attending
webinars to keep up to date with Internal Revenue Service (IRS) updates and
compliance dates. We also deemed this finding to be accomplished this year.

That was it for the Single Audit Report, so I was going to move on to our last
report, which is our Management Advisory Report.

Council Chair Kaneshiro: John, we will stop there and take questions.
Then we will finish with the Management Advisory Report. Blake, can you stop the
screenshare? Members, are there any questions on the Single Audit Report?
Councilmember Cowden.

Councilmember Cowden: Thank you very much. When I look at the first
two where we put it in the wrong year—the seven million three hundred thousand
dollar ($7,300,000) and the four million four hundred thousand dollar ($4,400,000)—it
1s Just a bookkeeping error more than any kind of missing money, correct? It just did
not get put in the right place.

Mr. Isobe: Yes, that is correct.

Councilmember Cowden: Especially relative to the landfill, I just want to
note for the record that we had difficulty maintaining leadership in this window in our
leadership for the landfill and the Department of Public Works, so we had quite a bit of
turnover and we have had acting roles, people coming into it. Allison or Troy, would
you say that thisis part of what creates that challenge, where something...I do not know
where it is that we looked at the wrong year, August of 2013 as opposed to 2016.

TROY K. TANIGAWA, Acting County Engineer (via remote technology):
Councilmember Cowden, this is Troy Tanigawa, for the record.

Councilmember Cowden: Okay, thank you.

Mr. Tanigawa: I understand your question. I thought I heard
that you wanted to request confirmation from the department due to someone not being
in the leadership position in the Solid Waste Division that had contributed to this
misstep in updating the closure and post-closure costs, is that correct?

Councilmember Cowden: Yes, when I see a little bit of a challenge here
when I read through this the first time, I was not completely surprised because it seems
that there has been a lot of leadership turnover for various reasons, so I do not know
who to hold accountable for it because they are most probably not here now. Am I
reading that right, is it your department that would be putting these numbers together
or is it more in the Department of Finance?

Mr. Tanigawa: Actually, the Department of Finance requests
information from the Solid Waste Division regarding the landfill and the division puts
together the response. During this time, when the information would have been
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requested and prepared, there was not a permanent employee in the division head seat,
so theoretically that could have led to an absence in some quality control before the
information is sent back to the Department of Finance.

Councilmember Cowden: Okay, in our last CAFR report we had some
problems, basically when the Treasurer left. I have been following along as the
Department of Finance has rectified the problems, so I guess I am just listening in or
asking to see if there are still any types of weakness, so we will not make the mistake
again or if you need support in any way, just so we do not repeat it. Maybe the
Department of Finance is who I really need to be talking to. I do not know.

MICHAEL A. DAHILIG, Managing Director (via remote technology):
Councilmember Cowden, this is Mike Dahilig. This is an inter-departmental
communication item that as the County Engineer has mentioned—it needs to be
rectified. We have acknowledged the weakness finding, but it is, as we would
characterize it is something that can be rectified moving forward provided we use the
right study. So if we do any future studies that change the liability, we will ensure that
quality control, as the County Engineer mentioned, will be updated to reflect any future
studies related to closure liability, but at this point, I think using the most recent study
is essentially the crux of the finding and that we use the most accurate information
plausible when we give it to the auditors, so we will make that correction.

Councilmember Cowden: Okay, so it sounds like this is not something
that needs follow-up. You folks have it taken care of, correct?

Mr. Dahilig: We will make sure that in next year’s audit
work, we will give the most accurate and timely information related to the landfill
liability as possible.

Councilmember Cowden: Thank you.

Council Chair Kaneshiro: Are there any other questions from the
Members? If not, John, we can finish up with the Management Advisory Report.

Mr. Bautista: Okay. Finally, we have the Management
Advisory Report. On page 3, we state that we noted an opportunity for strengthening
internal controls and operating efficiency that we wanted to communicate to your
attention and this starts on page 4. During the current year we noted three (3) instances
where payments were made that did not use encumbered funds or purchase orders and
rather were paid through voucher edit payments. So the County’s voucher edit policy,
which was implemented in 2010, authorizes only specific transactions to be made
without a purchase order or a contract encumbrance; however, other payments can still
be made. If at the time of payment there is a memorandum of justification or support
of justification of why that payment needs to be made. However, we noted that...I guess
the failure to use encumbrances could lead to unknown commitments or unauthorized
transactions that could pass through and payment be made, so we just wanted to
communicate this for follow-up in the future.













































































































































